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By the end of 2006, China will enter a new era of “WTO entrance”, when the 
capital accounts will be gradually opened and the RMB exchange rate will turn to the 
fluctuation with management, which will inevitably require marketization of interest 
rate to adapt. 
With the increasing marketization of interest rate, the interest rate risk of the 
commercial bank will be increasingly significant. Taking precautions to answer the 
challenge actively has become a major subject for the commercial bank, particularly 
for the banks reorganized from the city credit cooperatives with a history not more 
than 10 years. It is an important and urgent task for City Commercial Bank to search 
into the interest rate management suitable for the management and operation of the 
City Commercial Bank based on the practical conditions to ensure the stability and 
sustainability of the operation. 
The article is divided into five parts of the structure. Part I is an elaboration on 
the basic theories of the interest rate risk, including the categories and formation 
conditions of the interest rate risk as well as the connection between the interest rate 
risk and other financial risks. It’s helpful for City Commercial Bank to screen and 
re-integration of the existing risk management resources and to build a comprehensive 
risk management strategy. Part II , From the internal control environment, building 
products and other aspects of the interest rate risk management of foreign banks made 
a comprehensive exposition of the basic framework and content and regulatory 
principles of the Basel Committee's interest rate risk introduced, focusing on the 
evolution of the foreign interest rate risk quantitative management for City 
Commercial Bank to provide technical reference. Part III elaborates the influence of 
marketization of interest rate on China’s banking industry. China's marketization of 
interest rate has achieved initial victory. However, as competition intensifies, the 
continuing rise in the level of supervision of the banking industry will face more 
severe challenges. In Part IV, the features of the interest rate management in the City 
Commercial Bank are depth analyzed. From the capital strength, interest rate risk 
management, income and the cost of management changes, and competition and 
resource sharing platforms interest rate risk management analysis of the disadvantages 













level, the advantage of flexibility. Part V is the focus of the article. In view of these 
advantages and disadvantages in terms of the objective strategy, organizational 
strategy and interest rate risk management strategies, costing and accounting 
management  incentive and restraint mechanisms, cooperation ,reforming and 
innovation  in the City Commercial Bank is introduced to explore the interest rate 
risk management suitable for its development. 
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